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COMMANDANT NOTICE 4121 CANCELLED: JAN 312003

Subj: CH-4TO THE COAST GUARD UNIFORM SUPPLY OPERATIONS MANUAL,
COMDTINST M4121.4

1. PURPOSE. To provide changesto the Coast Guard Uniform Supply Operations (USO)
Manual, COMDTINST M4121.4.

2. ACTION. Areaand district commanders, commanders of maintenance and logistics
commands, commanding officers of headquarters units, assistant commandants for
directorates, Chief Counsel, and special staff offices at headquarters shall ensure compliance
with the provisions of thisNotice. Internet Release Authorized.

3. DIRECTIVESAFFECTED. None.

4, SUMMARY OF CHANGES. This Natice reflects changes to the USO manual. Added to
Chapter 10 is the cost to hold valuation process used in determining the cost for holding
stock in anticipation of future use. Added to Enclosure (2) is a $5,000 threshold for reporting
Operating Material & Supplies on aformal Board of Survey and approval authority for dollar
value adjustments <$499.99.

5. PROCEDURES. Remove and insert the following pages:

REMOVE INSERT
Pages 10-3 thru 10-4 Pages 10-3 thru 10-6
Encl (2) Pages 11 thru 14 Encl (2) Pages 11 thru 14

6. FORMSREPORTS. None.

R.F. SILVA
Assistant Commandant for Systems

Encl: (1) CH-4 to Uniform Supply Operations Manual, COMDTINST M4121.4
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10.

11.

a. Consumabl e APA managed itens experiencing four
(4) or nore demands within one (1) year shal
beconme a candidate for transfer to SF nanagenent.

b. Consunabl e APA managed itens experiencing eight
(8) demands within a two (2) year period shall be
transferred to SF nmanagenent.

c. Reparable APA managed itens may be free issue or
pay as you go. This shall be determ ned by the
cogni zance | CP

CG insurance itens under the cognizance of the ELC
shal | be APA managed itens, free issue.

Demand iteminventory |evels shall be based on
Econom cal Order Quantity/Econom c Repair Quantity
(EOQ ERQ principles best suited to the commodity of
supply managed. The EOQ ERQ nodel used nust be fully
docunented. Departure from EOQ ERQ nodel s nust be
approved and docunented for future reference. Cost
to hold values are very inportant variables in the
Econom ¢ Order Quantity (EOQ calculation. This cost
reflects the nonetary penalty to hold inventory in
anticipation of its future use. Cost to hold

val uation process and summary i s expl ai ned under

FI GURE 2.

| nsurance item stocking | evels shall be determ ned by
t he net hod addressed in FI GURE 1.

Long supply and insurance iteminventories shall be
stratified and docunented at |east quarterly.

Repar abl e prograns shall be devel oped and nai nt ai ned
(see Chapter 11, Repair Prograns, of this nanual).

I nter-service agreenents shall be entered into as
necessary to foster supply support.

Pl CA/ SI CA and/ or dual nmanagenent supply support
arrangenents with OGAs shall be entered into as
necessary to neet customer requirenents.

Position inventory as necessary to enhance supply
support.

D spose of excess material through the Defense
Reutilization and Marketing O fice (DRMO.
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CH- 4

COMPUTI NG NUMERI C STOCKAGE LEVEL FOR | NSURANCE | TEMS

Basic Level. Quantities extracted fromthe follow ng
matrices are the basic inventory quantities, based on the
install ed popul ati on and procurenent/repair |ead-tine.

25 or less platforns

procurenent/repair lead time in nonths

I nstall ed
popul ati on 0-6 7-12 13-18 19- 24 25+
per platform
X
Appl i cabl e 1 1 1 2 2

val ue under
procur enent

| ead tine
More than 25 platforns
procurenent/repair lead tinme in nonths
I nstall ed
popul ati on 0-6 7-12 13-18 19- 24 25+
per platform
X
Appl i cabl e 1 2 2 2 2

val ue under
pr ocur enent
|l ead tine

Shoul d an insurance itemcross platforns and the installed
guantity vary, the mninuminventory |level shall be based on
the platformw th the |argest nunber of installed itens.

Exceedi ng the above |levels. The quantities indicated in the
above matrices normally provide an adequate nuneric stocking
| evel for insurance itens. However, the quantities may be
exceeded based on the Supply Manager's (as defined in the
ECONOP) docunented need or forecast, the supply status of the
item investnent costs and the expected cost of non-
avai lability. The Supply Manager shall docunment the
circunstances and retain for future reference.

FI GURE 1
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COST TO HOLD VALUATI ON

N =

10.
11.

12.

13.

14.

Determ ne the boundaries for the Cost to Hold Process.
Determ ne the I nvestnent Cost, which is the current interest
paid on 10 Year Treasury notes.

otain the value of wholesale and retail inventory via ALM S
or FLS queri es.

obtain the value of inventory transferred to DRMO via ALM S
or FLS queri es.

Det erm ne the bsol escence Rate by dividing the DRMO
transfers by the inventory val ue.

otain the warehouse rental costs (apply to ELC only).
Det er mi ne war ehouse personnel costs by identifying personnel
i nvolved in the process.

otain the operating costs of the warehouse.

obtain the applicable costs related to maintaining the
renot e war ehouses.

Total the costs obtained in steps six (6) to nine (9).
btain the Storage Cost Percentage by dividing the step ten
(10) total by the inventory val ue.

Qotain the inventory gains and | osses via ALM S or FLS

gueri es.

otain the O her Losses Percentage by dividing the net

gai ns/ 1 osses by the inventory val ue.

Add the Investnent Cost, the Cbsol escence Rate, the Storage
Cost Percentage and the Other Losses Percentage to obtain
the Total Cost to Hold Percentage.

COST TO HOLD SUMVARY

| N\VESTMENT COST:
10 Year Treasury Note Rate (Month/ Year) 0. 00%

OBSCOLESCENCE RATE

a. Transfers to DRMO for FY ' XX $0. 00
(AMM S or SCCR Query and MSAS Reports)

b. Inventory Val ue $0. 00
(ARSC or ELC and Yard General Ledgers)

c. (bsol escence Percent age 0. 00%
(Transfers to DRMO divided by Inventory
Val ue)
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STORAGE COSTS:

a.

Col unbi a War ehouse Rental Costs
(M PR with GSA)

Personnel Costs Curtis Bay/ Col unbi a

(War ehouse Personnel not included in CTO

portion — excluding Overhead)

Operating Costs Curtis Bay/ Col unbi a

(3000DH & 3000DI accounts from FYXX Tar get

Rept)

Renot e War ehouses (Puget Sound & Bar st ow)

(MPR with GSA)

Grand Total Storage Costs
(Sum 3a- 3d)

I nventory Val ue
(ELC and Yard General Ledgers)

St orage Cost Percent age
(Grand Total Storage Costs divided by
| nvent ory Val ue)

OTHER GAI NS/ LOSSES:

a.

I nventory Gains
(ALM S or FLS Queries and MSAS Reports)

I nventory Losses
(ALM S or FLS Queries and MSAS Reports)

Net Gain
(Gains mnus | osses)

I nventory Val ue
(ARSC or ELC and Yard General Ledgers)

O her Gai ns/Losses Percent age (.02)%
(Net Gain divided by Inventory Val ue)

GRAND TOTAL COST TO HOLD PERCENTAGE:

(l'tem1 + 2c + 3g + 4e = H)

FI GURE 2
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Encl. (2) to COVDTINST M4121. 4

based upon the limts of resources avail able and
upon specific asset control problens. However, in
no case wll adjustnments be processed against itens
w t hout required pre-adjustnent research having been
performed (see Figure 2).

Ti mel i ness of Research. Tinmely conpletion of the
research or potential adjustnents is essential. Delay
only increases the conplexities of adequate research and
reduces the probability of conclusive findings.

(1) Pre-adjustnment research nust be conpleted and the
physi cal inventory adjustnents posted to the |ICP
record within 30 cal endar days fromthe PICD for
schedul ed inventories and 15 cal endar days fromthe
PI CD for unschedul ed i nventories.

(2) ARSC nust conplete mandatory causative research
Wi thin 45 cal endar days fromthe date the adjustnent
transacti on was posted. The ELC nust conplete
mandat ory causative research and if necessary, post
an adjustment transaction within 45 cal endar days
fromthe date of the count. |If the ELC conducts a
wal | -to-wall inventory, the causative research wll
be done on discrepancies within 45 days from date
t he adj ustnent transaction was post ed.

Adj ust nent Approval Authority. Al inventory adjustnents
are the responsibility of the ELC and ARSC Comrandi ng
Oficer. The dollar threshold for reporting OVWS | osses
on a fornmal Board of Survey is >$5,000. The follow ng
approval authority is as foll ows.

Dol | ar Val ue Adj ustnents Approval Authority
per line itemof APA nateri el

From
$0

To Gai ns/ Losses
$499. 99 Conptroller or
Desi gnated Authority

$500

$99, 999 Conptrol |l er

$100, 000

$499, 999 Conmandi ng O fi cer

$500, 000

$999, 999 COVVANDANT ( G- SEN)
COVMANDANT ( G- SEA)

$1, 000, 0

00 OVER COVMANDANT ( G- CFP)

Figure 1
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Encl. (2) to COVDTINST M4121. 4

Note: Al |losses of controlled inventory itens nust be
reviewed by the conmanding officer or a designated
representative to determne if a formal Board of Survey is
appropriate, even though the dollar threshold criteriais
not met. Supply fund is not included in figure 1. Al
supply fund | osses exceedi ng $5,000 or nore are to be
reported on a Board of Survey to Conmmandant (G CFM 3) for
approval. All YF |osses exceedi ng $500.00 are to be
reported on a Board of Survey to the Yard s Financi al
Manager for approval.

e. Reversal of Inventory Adjustnents. Reversal of DI Code
DBA/ D9A I nventory Adjustnents is a required capability
whi ch nust be inplenmented with proper controls and
supported by proper docunentation. Procedures for
reversing adjustnents will contain, as a mninmm the
foll ow ng control features:

(1) Posted/ Unposted Source Docunents. Reversals
required to correct inventory records when posting
previ ously unposted or incorrectly posted supply
transactions (e.g., receipts, issues (issues are not
applicable to ARSC) etc.). Regardless of age the
servi ce docunents must be transactions properly
referencing the specific transaction docunent
nunber (s) that will be processed to offset the
rever sal

(2) Inventory Adjustnment Corrections. The cutoff for
reversals to correct physical inventory adjustnents
based on incorrect/inconplete information is three
years fromthe date of the original adjustnment. Al
reversal s nmust be properly docunent ed.

17. Locati on Survey. A location survey requires a physical
verification, other than actual count, between physical assets
and recorded | ocation data to ensure that all assets are
properly recorded. The CG acceptabl e performance goals for
| ocation survey are provided in Chapter 16, para.C, though nore
stringent standards may be inposed internally. Errors wll be
subj ect to validation and research before they are counted as an
error. Only one error per surveyed location is to be reported;
however, the ICPs will collect and anal yze all type errors.

a. Arandomstatistical sanpling |ocation survey wll be
acconplished at the ICPs not |ess than once each fiscal
year.
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Encl. (2) to COVDTI NST M4121. 4

b. Location survey will be conducted in both the gaining and
| osing storage areas follow ng the acconplishnment of re-
war ehousi ng projects. Re-warehousing is the physical
nmovenent of material fromone |ocation to another.

c. To neasure the accuracy of the results of the | ocation
survey, discrepancies will be classified in one of the
three categories |listed below. Only one error per stock
nunber per location is charged when | ocator delete, or
| ocat or establish, or locator record correction (i.e.,
incorrect location) is required for the sane | ocation.

Note: M snmatches wll be researched and speci al
i nventories conducted when required to effect corrective
action.

Ret enti on of Accountabl e Docunentation. Audit capability is
required for a period of tine follow ng the processing of
docunents, data and conpletion of the research effort. The
following retention criteria will apply:

a. Source Docunents. Retain original source docunents or
facsimles, i.e., mcrofilmfiche, Conpact D sc-Read Only
Menory (CD-ROM), etc., for at |least three years. Wen
source docunents are produced, these include only
accountability change docunents such as receipts, issues,
shi pnents, transfers, supply condition code changes, and
inventory and financial adjustnents. Retain source
docunent s providing evidence of issue to Foreign Mlitary
Sales recipients for three years fromdate of materiel
i ssue.

b. Transaction Histories. Retain registers, records, files,
tapes, and data for at |east three years in a format
useful for audit trail

c. Adjustment Research. Retain backup docunentation that
directly pertains to individual cases of physical
inventory adjustnent research efforts for at |east three
years.

d. Annual Statistical Sanple. Retain the annual statistical
sanple inventory line itemdetail data for at |east three
years.
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Encl. (2) to COVDTI NST M4121. 4

M NI MUM RESEARCH REQUI REMENTS
FOR POTENTI AL OR ACTUAL PHYSI CAL | NVENTORY ADJUSTMENTS

CH 4

Condi ti on of Discrepancy

Requi red Research

Post Count | Pre-adjustnent |Causative
Val i dati on | Research Resear ch
<$500 (YF) but <$1000 (W NO NO NO
>$1000 but <$5000 (W YES YES NO
>$500 but <$3000 (YF)
<10% unit variance
>$5000 (W YES YES YES
>$3000 (YF)
<25%unit variance
*Controlled Inventory Item | YES YES YES
Suspected Fraud, Waste or YES YES YES
Abuse
Figure 2

(W= WHOLESALE | NVENTORY

(YF) = YARD FUND RETAI L | NVENTCRY

Note: Sanple Causative research in lieu of conplete causative
research for pilferable itemdiscrepancies with a value of $.01
to $500 may be acconplished to serve as a deterrent to fraud,

waste, or abuse and to identify systemic inventory and security

probl enms. Causative research wll

be conducted on al

adj ustnents (gains and | osses) of classified and sensitive itens

regardl ess of dollar val ue of
adj ustnment. Causative research wll

item or extended dollar val ue of
be conducted on al

adj ustnents (gains and | osses) of pilferable itenms with an

ext ended val ue > $100.
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